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Tariff Authority for Major Ports 

Case No. TAMP/1 4/2004 - PPT 


The Paradip Port Trust 


Applicant 


O R D 


(Passed on this 20th day of January 2005) 

This case relates to a proposal received from the Paradip Port Trust (PPT) for an 
amendment to clause 3.1 (22) of its Scale of Rates (SOR). 

2 i The PPT has proposed to substitute the existing ad-valorem rates of wharfage leviable 

on residual category of bulk and break bulk general cargo. The port has made the following main points 
in favour of its proposal: 

(i) . m/s. Hindustan Copper Limited (HCL) proposes to export their copper reverts through 

PPT The wharfage schedule of SOR does not include copper reverts or copper 
concentrate. It is, therefore, necessary to fix wharfage rates for both these cargoes. 

(ii) . The existing wharfage rates for other general cargo (bulk and break bulk ) are as follows: 

(a) . In case of import - 0.5% (CIF value) 

(b) . In case of Export - 0.5% (FOB value) 

(c) . For coastal cargo - 0.5% (BOL value) 

(iii) The port wants to do away with CIF/FOB value related wharfage rates and provide a 
direct relationship between the cost of handling cargoes and the rate of wharfage 
recovered. 

(iv) . The cost of handling conventional cargo depends on the method of loading / discharge 

i irwHor+ai/or. i-w tho nnrt anrl also rtenfinrls on the mode of handling the cargo 

V/ptMU HVI ■ 1»HMV I-- -- F - 

by grabs or slings. 

(v) The different cost incurred to handle conventional cargo by grabs or slings will be cost of 
labour, equipment and overheads apart from provision of infrastructure like wharf, road 
illumination etc., Reckoning with the average output of 684 metric tonnes per shift of 8 
hours applicable for the year 2002-03 and considering the cost of handling the cargo, 
wharfage for handling the cargo not listed in the wharfage schedule is proposed to be as 
follows: 

(a) . By slings (Export /Import) Rs.60/- per tonne. 

(b) . By Grabs (Export/ Import) Rs.40/- per tonne. 

(vi) . The existing ad-valorem rates prescribed at item No.22 under clause 3.1 of the ports 

SOR may be substituted with the proposed rates as ceiling rates. The proposed 
amendment is not likely to bring additional cargo to the port nor alter any income or 
expenditure of the port. 

(vii) . The port will implement the proposed rates pending approval of TAMP as per TAMP’s 

Order dated 8 April 2002. 

2.2. The Board of Trustees of the PPT has approved the proposal of the Port in its meeting 

held on 30 September 2003. 

3 In accordance with the consultation procedure adopted, the proposal of the PPT was 

forwarded to the concerned port users / representative bodies of port users for me™ 
comments received from the concerned user organisations were forwarded to the PPT as feed bacK 

information. 
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4. The PPT was requested to furnish justification / basis for arriving at the proposed rates 

and also whether the consent of users has been obtained for levy of the proposed rates on provisional 
basis. The points mate by PPT are summarised below: 

{•)■ The proposed rates are as per the actual method of cargo handling undertaken by the 
port and the cost incurred by users. 

(ii) . The ad-valorem rates listed under other general cargo (bulk and break bulk) are 

applicable to such of cargo which are nof specified as such and the users who come 
under this category are a limited few. 

(iii) . The port has not obtained consent of the users to implement the proposed rates on 

adhoc basis. 


(iv). The proposal was moved for HCL; but they have not made any shipment so far. 

5- On a preliminary scrutiny of the proposal, the PPT was requested to furnish the fbHowing 

additional information / clarification. Our queries and the response of PPT are tabulated below: 


Sr. 

No. 

Queries 

Response of PPT 

<0 

The proposed rates are dependant on 
output per shift considered in the 
calculation. Same quantum of output per 
shift has been considered to arrive at the 
rates for handling of cargo by slings and by 
mechanical, grabs. Mechanical handling of 
cargo by grabs may yield more output than 
manual handling by slings. The reason for 
adopting uniform output rate ot 684 MT per 
shift in both the cases may be explained. 

During the year 2002-03 the average 
output of cargo handled in slings was 684 
MT and in grabs was 670 MT. As the 
difference was marginal, uniform output 
was taken to ascertain the rate in both 
cases. 

(ii). 

The proposed rates have been calculated 
by PPT based on the average output of 
conventional cargo for ihe year 2002-03. 
The output for manual handling of cargo by 
slings and by mechanical grabs for the 
years 2003-04 (actuals) and 2004-05 
(estimates) may be furnished. 

The average output is as under: 

Year Average Average 

Output by Output by 
sling mech. 

grab 

2003-04 823 721 



2004-05 736 652 

(April 04 - 
Oct. 04) 

(iii). 

(a). 

The Admin overhead of 100% considered in 
the calculation 1 may be justified with 
reference to the actuals for the preceding 3 
years. 

The administrative overhead has been 
taken to be as 100% of cost of labour and 
equipments. The administrative overhead 
at the port accounts for 73% of the total 
operating cost. 

(b). 

The detailed working of cost of equipment 
of Rs.7000 per shift and Rs.1200 per shift 
may be furnished. 

The cost of hiring a shore crane with grab 
is Rs.7000 per shift as per the existing 
scale of rate. Similarly, the cost of 
equipment at Rs.1200 per shift for 
loading/discharge by slings is the 
approximate cost towards cleaning the 
berth every shift. 

(c). 

infrastructure cost of Rs.20/- PMT assumed 
in the calculation may be justified with 
reference to actuals for the past 3 years. 

The calculations do not show any 
infrastructure cost of Rs.20 per tonne. 
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g A joint hearing in this case was held on 7 December 2004 where no user was present. 

The PPT made the following submissions:' 

(i) . The proposal was made primarily to attract the cargo from Hindustan Copper Ltd., 

which has not yet materialised. 

(ii) . Shift from ad valorem to weight based tariff will benefit the user community. 

7 The proceedings relating to consultation in this case are available on records at the 

office of this Authority. An excerpt of the comments received and arguments made by the concerned 
parties at the joint hearing will be sent separately to the relevant parties. These details will also be 
available in our website www.tariffauthority.org. 

g With reference to the totality of information collected during the processing of the case, 

following position emerges: 

(i) . The existing Scale of Rates of PPT for levy of wharfage for unenumerated cargo is on ad 

volerem basis. This proposal is generally in line with the policy of this Authority of 
phasing out value based rates and prescribing wharfage charges based on the method 
of handling. 

(ii) The approach followed by the PPT to prescribe cost based wharfage is dependent on 
the output per shift relevant to the year 2002-03. The details subsequently furnished by 
PPT reveal that actual average per shift output achieved for the year 2003-04 is more 
than that achieved in the year 2002-03. Even the estimate of average output relating to 
manual handling for the first 7 months of 2004-05 exceed the average output considered 
by the Port for the year 2002-03. There is no reason to believe that the productivity 
levels will fall in future. That being so, the average output level achieved in the year 
9003-04 is taken as the basis for arriving at per tonne cost. 

(ijjY ( a ), it appears that the cost of labour considered by the port pertains to the year 
2002-03. While responding to our queries the port has not reported any 
* variation in the labour cost. That being so, the labour cost reported by the port is 

considered a long with the average output of the year 2003-04. 

(b) . The port has clarified that the equipment cost considered for manual handling of 

cargo is an approximate cost towards cleaning the berth every shift. The 
equipment cost of 1200/- per shift is considered without any moderation. 

... t ii rtOT L_- iU m I' i 

(c) . For mecnanicai nanunny ui cargo, me m naa vAjn»iueieu me cAiou,, y imu 

charge of shore crane as per the existing Scale of Rates of the port and, 
therefore, this cost is allowed without any modification. 

(d) . In both the cases of handling by slings and by mechanical grabs, the port has 

considered administrative overhead at 100% of the operating cost. On being 
asked to justify, the port has clarified that the administrative overhead at the PPT 
works out to 73% of the total operating cost. That being so, the administrative 
overhead is moderated accordingly. 

(iv) In addition to the cost of labour and equipment, the port has considered additional cost 
towards provision of infrastructural facilities such as wharf, cost of providing illumination 
etc.. As stated by the port, the proposed amendments may not bring any additional cargo 
to the port or alter any existing revenue and expenditure. The proposal is primarily to 
switch over from value based rates to weight based charging. The present ad valorem 
rates, like any other tariff items, contain an element of general overheads. There is no 
reason why the revised method of charging should not continue with this element It is 
true that the PPT could not justify its proposal to peg this cost element at Rs.20/- per 
tonne Considering the insignificant volume of cargo falling under this category and 
recognizing that scrapping of ad valorem rates will generally benefit the users, position 
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present regime of regulation of port tariff does not follow marginal costing approach. 
That being so, the objection of Utkal Chamber of Commerce & Industries about new 
cargo not bearing overhead expenses does not appear to be fully relevant. All revenue 
earning activities are expected to share relevant and admissible overhead expenses. 
Obviously, as volume Increases and overhead expenses remaining constant, the burden 
of allocation of such expense may reduce the unit rate. This issue can be conveniently 
analysed only at the time of general revision of tariff for port as a whole. In any case, the 
port does not anticipate any significant increase in traffic under the category in reference. 
Further, it is noteworthy that the port has not sought separate return on capital employed 
in this case, which is presumed to be covered in the overhead cost considered by it. 


(v). Subject to the analysis given above, the cost calculation furnished by the PPT is 
modified. The modified cost calculation is attached as Annex-I. From the cost 
calculation, it may be seen that the wharfage for handling of cargo by slings and by 
grabs works out to Rs.52/- per tonne and Rs.37/- per tonne respectively. 


9. The PPT has made a request for retrospective approval for the proposed rates As 

admitted by the port, the anticipated traffic from HCL has not materialised so far and the users who come 
under the category of other general cargo are few. Even if the port had handled cargo under this 
category subsequent to its proposal dated 11 March 2004, it has the flexibility to levy a lower rate under 
the general prescription already made by this Authority. That being so, the amendment to the Scale of 
Rates of PPT in this regard can come into effect prospectively. 


10 - ln ^ resuft - and for the reasons given above, and based on a collective application of 

mind, this Authority approves the insertion of the following rates in substitution of the existina Clause 
3.1 (22) of the Scale of Rates of the PPT: 


SI. No. 

Description 

Wharfage 
(Celling rate) 

22 

Other General Cargo (Bulk and Break Bulk) 

(i) . By Slings (export & import) 

(ii) By Grabs (export & import) 

Rs.52/- per tonne 
Rs.37/- per tonne 


A.L. BONGfRWAR, Chairman 

3[Advt/m/IV/143/04-Exty.) 
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Annex -1 


rns TPAI (UILATIONS FOR HANDLING OF CARGO BY SUNG AND BY 
MECHANICAL GRABS AT THE PARAD1P POR T TRUST 

Amount (in Rs.) 


I 

I 

I 

I 

■ 

I 



(i). (a). Labour cost with levy 

”“ (b). Cost of cleaning the berth per shift 

Jcl Administrative overhead of 73% of (a + b) 



(a + b) 


(a + b + c) 


(ii). Output per shift of 8 hours (average output of 2003-04)” 
(iiiy Cost of handling per MT ( Rs. 25,590 / 823 ) 

(ivy Infrastructure cost per MT 


Total cost per M l 


■ 

I 

I 

n 

Is 


(i). (a). Per shift hire charges of shore crane 
(b)7“ Administrative overhead at 73% of (a) 


(a + b) 


(lip Output per shift of 8 hours (average output of 2003-04) 

(iii). Cost of handling per MT 

s ___—----—-- 

(ivy infrastructure cost per MT 

-—- Total cost per MT 


15,000 


10,950 


823 MT 





5,110 
12,11 O’ 


721 MT 


20.00 


36.80 


37.00 
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